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
$QQǦ0DULH%UHDX[9LFH3UHVLGHQW$FDGHPLF6HUYLFH,QWHJUDWLRQ<%3/LEUDU\6HUYLFHV
%ULDQ*UHHQ([HFXWLYH'LUHFWRU,QWHUQDWLRQDO,6%1$JHQF\
0DUN%LGH([HFXWLYH'LUHFWRU(',W(85

$EVWUDFW
:KHWKHUDQGKRZWKH,6%1VKRXOGLGHQWLI\HDFKGLIIHUHQWYHUVLRQRIDQHǦERRNLVEHFRPLQJD
FRQWHQWLRXVLVVXH7KHUHVHHPVWREHDKXJHPLVPDWFKEHWZHHQKRZSXEOLVKHUVDUHLGHQWLI\LQJ
DQGGHVFULELQJHǦERRNVDQGZKDWOLEUDULHVDFWXDOO\UHTXLUH

,QWKLVVHVVLRQ$QQǦ0DULH%UHDX[RI<%3%ULDQ*UHHQRIWKH,QWHUQDWLRQDO,6%1$JHQF\DQG
0DUN%LGHRI(',W(85ZLOOORRNDWOLEUDU\UHTXLUHPHQWVIRUHǦERRNLGHQWLILFDWLRQDQGPHWDGDWD
DQGGLVFXVVWKHRSWLRQVIRUGHDOLQJZLWKGLVFRYHU\DFTXLVLWLRQDQGXVDJHUHSRUWLQJLQWKLV
GHYHORSLQJVXSSO\FKDLQ7KH\ZLOODOVRH[SODLQWKHLPSRUWDQFHRIRWKHUQHZLGHQWLILHUVWKDWFDQ
KHOSPDNHVHQVHRIWKHHǦERRNVXSSO\FKDLQFKDRV7KLVLVDXQLTXHRSSRUWXQLW\IRUDOO
LQWHUHVWHGLQHǦERRNVWRWHOONH\SOD\HUVZKDWWKHLUUHTXLUHPHQWVDUHDQGLQIOXHQFHKRZWKH\FDQ
EHVWEHPHW

,6%1EDFNJURXQG
6LQFHLWVFUHDWLRQLQWKHODWHVWKHSXUSRVHRIWKH,6%1KDVEHHQWRIDFLOLWDWHWKHVXSSO\
FKDLQDQGHQDEOHQHZEXVLQHVVPRGHOV,QWKHGLJLWDOHQYLURQPHQWLWKDVEHFRPHOHVVFOHDU
KRZWKHVXSSO\FKDLQZLOOGHYHORSDQGEHFDXVHRIWKDWKRZWKH,6%1ZLOOEHXVHGDVD
IDFLOLWDWRU

2QHRIWKHSULQFLSOHVRI,6%1KDVEHHQWKDWLWLGHQWLILHVDXQLTXHSURGXFWHJHGLWLRQRIDERRN
7KLVKDVIDFLOLWDWHGGLVFRYHU\DQGDFTXLVLWLRQVDQGHQDEOHGHFRPPHUFHDJJUHJDWLRQRISURGXFW
LQIRUPDWLRQDQGVDOHVGDWDUHSRUWLQJ7KH,6%1VWDQGDUG,62KDVDOZD\VUHTXLUHGWKDW
GLIIHUHQWSURGXFWIRUPVRIDSXEOLFDWLRQZKHUHWKHVHDUHPDGHVHSDUDWHO\DYDLODEOHEH
DVVLJQHGVHSDUDWH,6%1V

:KHQWKHVWDQGDUGZDVUHYLVHGLQWKHUHZDVFRQVLGHUDEOHGLVFXVVLRQDERXWWKH
DSSURSULDWHOHYHORIJUDQXODULW\IRUHOHFWURQLFSXEOLFDWLRQV,WZDVDJUHHGWKDWWKHVDPHUXOHV
WKDWKDGEHHQDSSOLHGWRSULQWHGERRNVVKRXOGDOVRDSSO\WRHERRNVDQGWKHFXUUHQWHGLWLRQRI
,62WKH,6%1VWDQGDUGWKHUHIRUHUHDGV
³(DFKGLIIHUHQWIRUPDWRIDQHOHFWURQLFSXEOLFDWLRQHJÄOLW¶ÄSGI¶ÄKWPO¶ÄSGE¶WKDWLV
SXEOLVKHGDQGPDGHVHSDUDWHO\DYDLODEOHVKDOOEHJLYHQDVHSDUDWH,6%1´

$OWKRXJKWKLVVHHPHGDVHQVLEOHOHYHORIJUDQXODULW\DWWKHWLPHLWQRZVHHPVWKDWWKLVOHYHOLV
LQVXIILFLHQWO\ILQHIRUVRPHOLEUDULHVERRNVHOOHUVMREEHUVZKROHVDOHUVDQGWRRILQHIRUVRPH
SXEOLVKHUV,QDQ\FDVHILOHIRUPDWGRHVQRWVHHPWREHDXVHIXOGLVWLQFWLRQDVUHWDLOHUV
OLEUDULHVDQGWKHLUVXSSOLHUVDUHPRUHFRQFHUQHGZLWKYHUVLRQVIURPVSHFLILFSODWIRUPVW\SLFDOO\D
FRPELQDWLRQRIILOHIRUPDWDQG'50SURSULHWDU\WRWKDWSODWIRUP

7KHSUREOHP
,QWKHWUDGLWLRQDOSULQWHGERRNVXSSO\FKDLQVERRNVZHUHDVVLJQHG,6%1V³DWELUWK´DQGWKH
VDPHSURGXFWZLWKWKHVDPHLGHQWLILHUSURJUHVVHGWKURXJKWKHVXSSO\FKDLQIURPSULQWHUWR
GLVWULEXWRUWRZKROHVDOHUWRUHWDLOHURUOLEUDU\

7KHHERRNVXSSO\FKDLQVDUHGLIIHUHQW3XEOLVKHUVRIWHQSURGXFHDVLQJOHJHQHULFILOHW\SLFDOO\
HSXERUSGIZKLFKLVVHQWWRDQDJJUHJDWRURUVHUYLFHSURYLGHUIRUFRQYHUVLRQLQWRGLIIHUHQW

IRUPDWVVWDQGDUGRUSODWIRUPVSHFLILFDGGLWLRQRISURSULHWDU\'50HWF7KHVHILOHVDUHWKHQ
PDGHDYDLODEOHIURPDQXPEHURIGLIIHUHQWVRXUFHVSXEOLVKHU¶VZHEVLWHOLEUDU\RUWUDGHHERRN
SODWIRUPMREEHUZKROHVDOHUUHWDLOHU7KHUHVXOWLVDQXPEHURIGLIIHUHQWYHUVLRQVRIWKHHERRN
PDQ\RIWKHPZLWKXQLTXHFKDUDFWHULVWLFVDQGIXQFWLRQDOLW\ZKLFKUHWDLOHUVOLEUDULHVDQG
VXSSOLHUVWRERWKQHHGWREHDEOHWRLGHQWLI\SUHIHUDEO\ZLWKDVWDQGDUGLGHQWLILHUIRUWKH
SXUSRVHVRIGLVFRYHU\DQGRUHFRPPHUFH

+RZHYHUPDQ\SXEOLVKHUVGRQRWZLVKWRXQGHUWDNHWKHFRQVLGHUDEOHEXUGHQDQGFRVWRI
DVVLJQLQJ,6%1VWRDQGFUHDWLQJDQGPDLQWDLQLQJPHWDGDWDIRUHDFKRIWKHVHYHUVLRQV7KH\
EHOLHYHWKDWWKHVDOHVFKDQQHOVFDQXVHSURSULHWDU\LGHQWLILHUVGRZQVWUHDPDQGWKDW,6%1VDUH
QRORQJHUQHFHVVDU\RWKHUWKDQWRLGHQWLI\WKHJHQHULFGLJLWDOILOHLQWKHLURZQV\VWHPV

6RPHSXEOLVKHUVKDYHDUJXHGWKDWWKH\RQO\SXEOLVKRQHJHQHULFIRUPDWHJHSXEDQGDVVLJQ
DQ,6%1WRWKDWDQGWKDWDQ\RWKHUIRUPDWVRUSODWIRUPVSHFLILFYHUVLRQVDUHSURYLGHGE\WKLUG
SDUW\LQWHUPHGLDULHVDQGDUHQRWWKHUHIRUHWKHSXEOLVKHUV¶UHVSRQVLELOLW\

$UHVXOWRIWKLVKDVEHHQDSUROLIHUDWLRQRIQRQVWDQGDUGLGHQWLILHUVIURPFKDQQHOVDQGRWKHU
LQWHUPHGLDULHV,QVRPHFDVHVTXDVL,6%1VKDYHEHHQDVVLJQHGE\LQWHUPHGLDULHVLQDQ
DWWHPSWWRVDWLVI\WKHGHPDQGVRIWKHLUFXVWRPHUV7KHVHTXDVL,6%1VKDYHGXSOLFDWHG
OHJLWLPDWHO\DVVLJQHG,6%1VOHDGLQJWRFRQVLGHUDEOHFRQIXVLRQLQWKHPDUNHW

:KRDVVLJQVZKDWLGHQWLILHU"
7KH,QWHUQDWLRQDO,6%1$JHQF\FRQWLQXHVWRUHFRPPHQGWKDWWKHSXEOLVKHUVKRXOGDVVLJQ,6%1V
WRHDFKSURGXFWVHSDUDWHO\DYDLODEOH$JXLGLQJSULQFLSOHLVWKDWDSURGXFWQHHGVDVHSDUDWH
LGHQWLILHULIWKHVXSSO\FKDLQQHHGVWRVHSDUDWHO\LGHQWLI\LW'RZQVWUHDPLQWHUPHGLDULHVDQG
FKDQQHOVVKRXOGREWDLQWKHVH,6%1VIRUWKHLUYDULRXVIRUPDWVSODWIRUPVIURPWKHRULJLQDO
SXEOLVKHU

+RZHYHUIROORZLQJWKHUHOXFWDQFHRIVRPHSXEOLVKHUVWRDVVLJQ,6%1VWRHDFKIRUPDWDQG
GHPDQGIURPLQWHUPHGLDULHVDQGWKHLUFXVWRPHUVWRKDYHWKHPWKH,QWHUQDWLRQDO,6%1$JHQF\
LVVXHGDJXLGHOLQHLQ$SULODOORZLQJ,6%1VWREHDVVLJQHGE\HERRNUHVHOOHUVXQGHUVWULFW
FRQGLWLRQVZKHUHSXEOLVKHUVZLOOQRWSURYLGHWKHLURZQ,6%1VIRUWKLVSXUSRVH

7KLVVLWXDWLRQLVIDUIURPLGHDOEXWSURYLGHGDVROXWLRQIRUFXVWRPHUVZKRUHTXLUHGDXQLTXHDQG
YDOLG,6%1IRUHDFKSURGXFWZKHUHRQHZDVQRWDYDLODEOHIURPWKHSXEOLVKHU,WZDVVWUHVVHG
WKDWDSXEOLVKHU¶V,6%1ZDVSUHIHUDEOHDQGWKDWWKLUGSDUWLHVVKRXOGDOZD\VDWWHPSWWRREWDLQDQ
,6%1IURPWKHSXEOLVKHUEHIRUHDVVLJQLQJWKHLURZQ

,QRWKHUFDVHVLQWHUPHGLDULHVKDYHXVHGWKH,6%1SURYLGHGE\WKHSXEOLVKHULGHQWLI\LQJD
JHQHULFHERRNILOHRULQVRPHFDVHVHYHQDSULQWHGLWLRQEXWLGHQWLILHGSODWIRUPVWKURXJKWKH
XVHRIFRGHVIRUHDFKSODWIRUPDVDPHWDGDWDHOHPHQW7KLVVROXWLRQFRXOGZRUNLIWKHSODWIRUP
FRGHVZHUHVWDQGDUGLVHGEXWZRXOGEHVLPLODUWRWKHROGSUDFWLFHRITXRWLQJDQ,6%1DVVLJQHG
WRDKDUGEDFNEXWVD\LQJLQPHWDGDWDWKDWWKHSURGXFWLVDFWXDOO\DSDSHUEDFN,WZRXOGLQYROYH
DQH[WUDOHYHORISURFHVVLQJDV,6%1VRQWKHLURZQZRXOGQRWXQLTXHO\LGHQWLI\WKHSURGXFW

3UREOHPVIRUSXEOLVKHUV
$VXUYH\RISDUWLFLSDQWVGXULQJDUHFHQW%,6*ZHEFDVWRQWKHVXEMHFWRIHERRNLGHQWLILFDWLRQ
QRWHGWKDWWKHPDMRUREVWDFOHVWRSXEOLVKHUVDVVLJQLQJVHSDUDWH,6%1VWRHDFKHERRNYHUVLRQ
ZHUH³PHWDGDWDEORDW´DQG³FXUUHQWZRUNIORZ´SUDFWLFH6RPHSXEOLVKHUVKDYHTXHULHGWKHQHHG
IRUVHSDUDWHLGHQWLILFDWLRQXVLQJVWDQGDUGLGHQWLILHUVRIGLIIHUHQWHERRNYHUVLRQV


:KDWGROLEUDULHVQHHG"
,QRUGHUWRIRUPXODWHDQGSURPRWHQHZJXLGHOLQHVIRUWKHDVVLJQPHQWRI,6%1VWRHERRNVWKH
,QWHUQDWLRQDO,6%1$JHQF\QHHGVWRXQGHUVWDQGWKHUHTXLUHPHQWVRIWKHPDUNHW7KLVVHVVLRQ
VWLPXODWHGFRQVLGHUDEOHGLVFXVVLRQGHPRQVWUDWLQJWKDWOLEUDULDQVUHTXLUHERWKVHSDUDWH,6%1V
IRUGLIIHUHQWIRUPDWVHJIRUDFTXLVLWLRQSXUSRVHVDQGDJHQHULF³HLVEQ´OLQNLQJDOOHERRN
YHUVLRQVIRUWKHSXUSRVHRIRSHQOLQNUHVROXWLRQ7RDYRLGFDWHJRU\HUURUVDQGFRQIXVLRQ
KRZHYHULWLVHVVHQWLDOWKDW,6%1VDUHDVVLJQHGRQO\DWWKHLQGLYLGXDOSURGXFWOHYHO$QHZ
LGHQWLILHUDWWKHJHQHULFHERRNOHYHOLVWKHUHIRUHSUREDEO\UHTXLUHG


